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August 24, 2017

To the Board of Commissioners
Paris-Henry County Public Utifity District
Paris, Tennossee

We have audited the financial statements of the business-fype activities of Paris-Henry County Public Utility
District for the year ended May 31, 2017. Professional standards require that we provide vou with Information
about our responsiblliffes under generally accepted auditing standards and Govermment Auditing Standards as
well as certain information related to the planned scope and timing of our audit, We have communicafed such
information in our letter to you dated July 10, 2017. Professional standards afso require that we communicate to
you the following Information related to our audit,

Significant Audit Findings
Qualifative Aspects of Accounting Practices

Management is responsibla for the selection and use of appropriate accounting policies. The significant
accounting policies used by Parls-Henry County Public Utility District are described in Note 1 %o the financial
statemants. No new accounting policies were adopted and the application of axisting policies was not changed
during 2017. We noted ne transactions entered info by the District during the year for which thers [s a lack of
authoritative guidance or consensus. All significant transactions have been recognized In the financlal statements
in the: proper period.

Accountlng estimates are an integral part of the financial statements prepared by management and are based on
management's knowledge and experfence about past and current events and assumptlons about future events.
Certain accounting estimates are particularly sensitive bacause of their significance fo the financial statements
and because of the paossibifity that future events affecting them may differ significantly from those expected, The
most sensitive astimates aifecting the District’s financial statements were:

Managerent's estimate of the allowance for doubiful accounts is based on collection history in
relation to current economic condilions. We evaluated the key factors and agsumptions used ta
develop the allowance for doubtful accounts In determining that it is réasonable in relation to the
financial statements taken as a whola.

Management's estimate of the useful lives of assets Is based on prior experience. We evaluated
the key factors and assumptions used fo develop the useful lives of assets in determining that it is
reasonable In relation fo the flnantial statements taken as a whole.

Management's estimate of the net panslon asset and other related pension balances is hased on
the calculatlon from the actuarial report. We evaluated the key factors and assumptions used to
davalop the penslon Hability and other related pension balances in determining that It is reasohable -
in relation fo the financlal statements taken as a whole,

The finaneial statement disclosures are neutral, consistent, and clear.

Difficulties Encauntered in Parforming the Audit

We encountered no significant difficulties in dealing with management In performing and completing our audit,
Corrected and Uncorrected Misstatemenis

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are clearly Trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, nohe of the misstaterments detected as a result of
audit procedures and corrected by management were material, either individually or in the aggregate, to each
opinion unit's financial statements taken as a whole,




Disagreements with Management

For purposes of this lefter, a disagreement with management 1s a financial accounting, reporting, or auditing
matter, whether or not resolved to our satlsfaction, that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose during the course of our audit,

Management Representations

We have reguested certaln representations from management that are Included in the management
represantatlon letter dated August 24, 2017.

Management Consultafions with Cther Independeni Accountants

In some cases, management may decide fo consult with other accountants about auditing and accounting matters,
similar to oblaining a "second opinion” on certain situatlons. If a consultation involves application of an accounting
principle to Paris-Henty County Pubfic Utility District's financial statements or a determination of the type of
auditor’s opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, there
were na such consuliations with other accountants.

Other Audit Findings or lssues

Wa generally discuss a varisty of matters, Including the application of accounting principles and auditing
standards, with management each year prior {o refention as the District's auditors, However, these discussions
oceourred In the normal course of our professional relationship and our responses were not a conditlon to our
retention.

Other Matters

We applied certain limited procedures to the management's discussion and analysls and schedules and notes for
TCRS, which are required supplementary information (RSI) that supptements the basic financial statements, Our
procedures censisted of inguiries of management regarding the methods of preparing the information and
comparing the information for conslstency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basle financlal statemeants. We did not audit
the RS and do not express an oplnion or provide any assurance on the RSI.

We wers engaged to report on the suppferientsry information section, which actompany the financial statements
but are not RS, With respect to this supplementary information, we made certain inquiries of management and
svaluated the form, contant, and methods of preparing the information to determine that the information complies
with accounting principles generally accepted in the United States of America, the method of preparing it has not
changed from the prior. petiod, and the information is appropriate and complete in relation to our audit of the
financial statements. We compared and reconciled the supplementary informatlon to the underlying accounting
recerds used to prepare the financlal statements or to the financial staternents themselves.

We were not engaged tc report on the directory, which accompany the financlal statements buf are not RS1. Such
information has not besn subjected to the auditing procedures applied In the audit of the basie financial
statements, and accordingly, we do not express an opinion or provide any assurance on it

" Resfriction on Use

This information is intended solely for the information and use of the Board of Commissioners and management
of Paris-Henry County Public Utiilly District and is not intended o be, and should not be, used by anyone ofher
than these speclfied parties. ‘

Very truly yours,

Wﬂw el PLLC

Alexandsr Thompsen Arnold, PLLG



PARIS ~ HENRY COUNTY PUBLIC
UTILITY DISTRICT
FINANCIAL STATEMENTS AND
SUPPLEMENTARY INFORMATION

FOR THE YEARS ENDED
© MAY 31, 2017 and 2016




PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
TABLE OF CONTENTS

Introductory Section

DNEBIOIONY ottt et srarar s v s e res s e e v sr e e et s e e e s e e s serbaa et et s vabesnr st ara bt anbeanbrasanssanssaseansrnrresanens |
Financial Section
Independent Auditor's Repart... 2
Management's Discussion and Analyms w5
Fihancial Statements:
Statements of Net Position... Wi
Statements of Revenues, Expenses and Changes m Net Pos:tlon SO 34
Statemnents of Cash FIOWS . .. i st asssss s s ssscnsnes 13
Nofes to Financial SIaEEmMENES .o e rersan e ererenss e sns s aseararessranbesassens 15
Required Supplementary Information
Schedules of Changes in Net Pension Liability (Asset) and Related Ratlos Based on
Participation in the Public Employee Pension Plan of TCRS ... cvncscsesnnesines 28
Schedules of Contributions Based on Partlmpat!on in the Public Employee
FPension Plan of TCRS.. et et e e ne et e e eneeeaRere et se e e ar e ra s aanes ... 29
Supplementary Information Section
Schedutes of Operating Revenues and Expenses ~30
Schedule of Long-Term Debt.....ooviiieieieececeee RV )/
Gas Rates in Force and NUmBer of CUSTOMBIS ..o ce et ee e eesteeeeeevesess e eeevenrnseen O
Internal Control and Compliance Section
Independent Auditor's Report en Internal Control Over Financial Reporting and
On Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing SEandards ..o 34
Schedule of Findings and RESPONSES ... cesissss e rconr s stvssrsssinssas s s sssssssenstsenssees 30
SBchedule of Prior Findings and RESPONSES .. ....vvevveee e v i seetsseseeeenesreesesnerasssssseassemenenessesnese 3T




INTRODUCTORY SECTION




PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
DIRECTORY
May 31, 2017

BOARD MEMBERS

Terry Pierce
Dr, Tom Wood
Steve Greer

MANAGEMENT TEAM

Tae Eaton, General Manager
Shanhon L. French, Office Manager
Mark Bullion, Environmental Health and Safety Supervisor
Brian Ray French, Construction Supervisor
Bihn Chau, Operations Supervisor

INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Alexander Thompson Arnold PLLG
Jackson, Tennesseea




- FINANCIAL SECTION




Alexander Thompson Arnold PLEC

IR eah i Beowt Db, BED s s
PO Sy :

Independent Auditor's Report

Board of Commissioners
Paris — Henry County Public Utility District
Paris, Tennessee

Report on the Financial Statements ]

We have audited the accompanying financlal statements of the Paris-Henry County Public Utility
District (the Districl), as of and for the years ended May 31, 2017 and 2018, and the related notes to the
financial statements, which collectively comprise the District's basic financial statements as listed in the
table of contents.

-Management's Responsibility for the Financlal Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal conirel relevant to the preparation and fair
presentation of financial statements that are free from material missiaternent, whether due to fraud or
SITor. -

Auditor's Responsibility

Cur responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standatds generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards reqguire that we plan and
perform the audits to obtain reasonable assurance about whether the financial statements are free from
material misstatement. - '

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due fo fraud or
error. In making those risk assessments, the auditor considers internal control relevant o the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but hot for the purpose of expressing an opinien on the effectiveness
of the District’s internal confrol. Accordingly, we express no such opinion. An audit also includes
evalualing the appropriateness of accounting policies used and the reasonablensss of significant
accouniing estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have abtained is sufficient and appropriate to provide a basis for
our audit opinion.




Board of Commissioners
Paris ~ Henry. County Public Utility District
Paris, Tennessee

Opinion

In our opinion, the financial statements referred to abdve present fairly, in all maferial respects, tha
respective financial position of the District, as of May 31, 2017 and 2016, and respective changes in
financial position and cash flows thereaf for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting princlples generally accepted in the United States of America require that management's
discussion and analysis, schedules of changes in het pension liabllity (assef) and related ratios based
on patticipation in the public employee pension plan of TCRS, and schedules of contributions pased on
patticipation in the public employee pension plan of TCRS as listed in the table of contents be
presented to supplement the basic financial staternents. Such information, aithough not a part of the
basic financial statemenis, is required hy the Governmental Accounting Standards Board, who
considers it to be an essantial part of financlal reporting for placing the basle financial statements in an
appropriate operational, economic, of historical context. We have applied certain limited procedures to
the required supplementary information In accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing
the nformation and comparing the information for censistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinfon or provide any assurance on Ahe information
because the limited procedures do not provide us with sufficient evidence to express an opinicn or
provide any assurance.

Cther Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District's financial statements. The introductory section and supplementary
information section are presented for purposes of additional analysis and are not a required part of the
financial statements.

The supplementary information secfion is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the baslc financial
statements or {o the basic financial statements themselves, and other additional proceduras in
accordance with auditing standards generally accepted in the United States of America. [n our opinion,
the supplementary information is fairly stafed, in all material respects, in refation fo the basic financial
statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements, and accordingly, we express no opinion on it ar provide no as$urance on it.

Gther Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 27,
2017 on our consideration of the District’s interal control over financial reporting and on our tests of its
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Board of Commissioners
Paris — Henry Couniy Public Ufility District
Paris, Tennessee

compliance with certain provisions of laws, regulations, confracts, and grant agreements and other
matters. The purpese of that report is {o describe the scope of our testing of internal control aver
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the District's internal
control over fihancial reporting and compliance.

Aline it %7““' M Aeec

Jackson, Tennassee
October 27, 2017




PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2017 and 2016

As management of the Paris — Henry County Public Utility District (the District), we offer readers of the
Districts financial statements this narrative overview and analysis of the financial activities of the
Disttict for the fiscal years ended May 31, 2017 and 2016, All amounts, uniess otherwise indicated, are
expressed In actual doilars,

FINANCIAL HIGHLIGHTS

Management befieves the District's financial condition is strony. The Disfrict is well within its debt
covenants and the more stringent financial policies and guidelines set by the Beard and
management. The following are key financial highlights.

« Total assets and deferred outflows of resources at year-end were $17.48 million and $150
thousand, respectively, and exceeded liabilities and deferred inflows of resources in the amount
of $16.58 million (L.e. net position). Total assets increased by $350 thousand due primarily to a
significant increase in capital assets related to the transmission and distribution system,

« Net position increased by $324 thousand during the current year due to operating income of
$284 thousand for the year.

» Operating revenues were $4.78 million, an increase from the year 2018 In the amount of $248
thousand or 5.48%, Customar gas rates increased in the cutrent year is the major reason for the
increase.

« Operating expenses wers $4.49 million, an increase from the year 2016 in the amount of $341
thousand or 8.21%.

+ Operating income for the year was $284 thousand as compared to operating income of $377
thousand in the prior year. Due to confinuing to have mild winters, gas usage has remained
relatively stable over the last couple of years.

« Ratios of operating income to fotal operating revenue were 5.05 and 8,33, for 2017 and 2016,

- OVERVIEW OF THE FINANCIAL STATEMENTS AND SUPPLEMENTARY INFORMATION

Management's Discussion and Analysis (MD&A) serves as an infroduction to, and should be read in
conjunction with, the financial statements and supplementary Information. The MD&A represents
management's examination and analysis of the Districts financlal condition and performance.

. Summary financial statement data, key financial and operational indicators used in the District's
strategle plan, budget, bond resolutions and other management tools were used for this analysis.
The Financial Statements and Supplementary Information is made up of four sections: 1) the
infroductory section, 2) the financial section, 3) supplementary information section, and 4) the
infernal control and compliance section. The introductory section Includes the District's directary.
‘he financial section includes the independent auditor's report, MD&A, financial statements with
accompanying notes, and required supplementary information, The supplementary information
section includes selested financial and operational information. The internal cantrol and compliance
section includes e report on intemal conirol and compliance. These sections make up the
financial report presented here.

' REQUIRED FINANCIAL STATEMENTS
A proprietary fund is used to account for the operations of the District, which s financed and
operated in a manner similar to private business enterprises where the intent is that the costs of

providing services o the general public on a continuing basis be firanced or recovered primarily
through user chargses.

-5-




PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2017 and 20186

The financial statements report information about the District, using accounting methods similar fo
those used by private sector companies. These statements offer short- and long-ferm financial
information about its activities.

The Statements of Net Position presents the financial position of the District on a full accrual
historical cost basis. The statement includes all of the District's assets, liabllities, and deferred
inflows/outfiows of resources with the difference reported as net position. It provides information
about the nature and amounts of investments in resources (assets) and the obligations to the
Bistriet's credifors (liabilities). it also provides the basis for computing rate of return, evaluating the
capital structure of the District, and assessing the liquidity and financial flexibility of the District.

The Stafement of Revenues, Expenses, and Changes in Net Posifion presents the results of the
business activities over the course of the fiscal year and information as to how the net position
changed during the year. All changes In net position are reported as soon as the underlying event
giving rise to the change ocours, regardless of the timing of the related sash flows. This statement
measures the success of the District's operations and can be used to determine whether the District
has successfully recovered all of its costs. This statement also measures the District's profitability
and credit worthiness.

The Statement of Cash Flows presents changes in cash and cash equivalents, resulting from
operational, financing, and investing activities, This statement presents cash recaipt and cash
disbursement information, without consideration of the earnings event, when an obligation arises,

The Notes to the Financial Statements provide required disclosures and other information that are
essential to a full understanding of material data provided in the statements, The notes present
information about the District's accounting policies, significant account balances and activities,
material risks, obligations, commitments, contingencies and subsequent events, if any.

FINANCIAL ANALYSIS

Cne of the most important questions asked about the District's finances is “Is the District, as a
whole, better off or worse off as a result of the years activities?’ The Statement of Net Position and
the Statement of Revenues, Fxpenses, and Changes in Net Position report information about the
District's activities in a way that will help answer this question. These two statements report the net
position of the District, and the changes in the net position. Net position is one way to measure the
financial health or financial pesition of the District. Over time, increases or decreases in the
Districi's net posifion is an indicator of whether its financial health is Improving or deteriorating.
However, you will nead to alse considet other non-financial factors such as changes in economic
conditions, customer growth, and legislative mandates.

The District's total net position increased for the fiscal year ended May 31, 2017 and 20186,
respectively. The analysis below focuses on the District's net position (Table 1A and 1B) and
changes in net position (Table 2A and 2B) during the years.




PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
May 31, 2017 and 2016

CONDENSED STATEMENTS OF NET POSITION [TABLE 1A)

Increase {Decrease}

May 31, 2017 May 31, 2018 3 %
Cugrent and other assets % 8480636 § 0,017,740 % (128,104) -1.42%
Capital assets 8,591,535 8,112,978 478,557 5.90%
Total asseis 17,481,171 17,130,718 350,453 2.05%
Deferred outflows of resources 149,699 147 487 2,212 1.50%
Long-term liahilities 236,310 230,911 3,601 -1.50%
Other liakfities 797,690 6RG,849 107,841 15.63%
Total liabilities 1,034,000 029,760 104,240 11.21%
Paferred inflows of resources 17,074 92,900 (75,828) -B1.82%
Net investment in capital assefs 8,365,225 7,873,087 482,158 6.12%
Restricted - pansion 58,794 102,351 (45,557)  -44.51%
Unrestricted ’ 8,167,777 8,280,127 {112,380) -1,36%
Total net position $ 16,579,796 $ 16,255,545 § 324,251 1.99%

CONDENSED STATEMENTS OF NET POSITION (TABLE 1B)

Increase (Decrease)

May 31, 2016  May 31, 2015 $ %
Gurrenf and other assets % 0,017,740 $ B609667 $ 608073 5.97%
Cap‘ltal' assels 8,112,978 8,068,886 44,0982 0.55%
Total assets ' 17,130,718 16,578,553 552,165 3,33%
Deferred outflows of resotirces 147,487 93,926 53,561 57.02%
Long-term liabilities 239,911 239,91 - 0.00%
Other liabilities 669,849 480,066 208,783 43.70%
Total fiabilities 920,780 719,977 209,783 20.14%
Deferred inflows of resources 92,900 98,672 {(5,672) -5,75%
Net Investinent in capital assets 7,873,087 7,825,496 47,571 0.61%
Restiicted - pension 102,351 - 102,351  100.00%
Unrestricted 8,280,127 8,028,434 251,693 3.14%
Total net position $ 16,255,545 % 15,853,930 $ 401,815 2.53%

The increase In capital assets was due primarily to significant upgrades to the fransmissicn and
distribution system. The overall increase in net positien for 2017 was due fo operating income of
$284 thousand and 2016 was due to operafing income of $377 thousand.
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PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
May 31, 2017 and 2016

Changes in the Districfs net position can be determined by reviewing the following condensed
Statement of Revenues, Expenses and Changes in Net Position for the years,
CONDENSED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION (TABLE 2A)
Increase {Decrease)

May 31, 2017  May 31, 2016 $ %

Operating Revenues $ 4,776,980 $ 4,528,995 § 247,985 5,48%
Non-operating revenues 48,246 32,7086 16,540 47.51%

Total revenues 4,825,228 4,861,701 263,525 5.78%
Cost of sales and senice - 2,324,852 2,117,104 207,748 8,81%
Transportation, distribution, shop and

maintenance expense 608,669 586,472 22,197 3.78%
General and administrative expense 1,101,104 1,008,258 92,846 9.21%
Depreciation expense 456,833 438,551 18,282 4.17%
Taxes and tax equivalents 1,120 1,182 (62) -5.25%
Nen-operating expenses 8,397 8,619 {122}  100.00%

Total expenses 4,500,975 4,160,086 340,889 8.19%
Change in net position 324,251 401,615 (77,384) ~19.26%
Beginning net position ' 16,255,545 15,853,930 401,615 2.53%
Ending net position $ 16,679,795  $16,255545 § 324,251 1.99%
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PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
May 31, 2017 and 2016

CONDENSED STATEMENT OF REVENUES, FXPENSES, AND CHANGES IN NET POSITION (TABLE 2B)
Incraase {Decreass)

May 31,2016  May 31, 2015 $ %

Operating Revenues $ 4,528,905 $ 6425495  $(1,897,500) -29.53%
Non-operating revenues 32,708 47 400 (14,604) «31.00%

Total revenues 4,561,701 6,473,895 (1,912,184) -28.54%
Cost of sales and senice 2,117,104 3,566,009 (1,448,908} -40.63%
Transpertation, disttibution, shop and )

maintenance expense 586,472 585,753 (9,281) -1.56%
General and administrative expense 1,008,258 992,584 15,674 1.58%
Dapreciation expense 438,551 452,052 (13,501) -2.99%
Taxes and tax equivalents . 1,182 1,130 52 4.60%
Nor-operafing expenses 8,519 8,636 (117 -1.35%

Total expenses 4,180,086 5,618,164 {1,456,078) -25,93%
Change in net position 401,615 857,731 {456,1186) -53.18%
_Beginning net position 45,853,930 14,931,123 922 807 6.18%
Restatement - GASB 88 implementation - 65,076 {65,076)  100.00%
Beginning net position - restated 15,853,030 14,086,128 857,731 8.72%
Ending net position $ 16,255,545 ~ % 15,863,930 $ 401,615 2.53%

Operating revenues showed a 5.48% increase from 2016 to 2017. This change was due to the
Increases in the gas rates in the current year. Net position showed an increase of 4.58% over the 3
year petiod due to the above mentioned facts.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets ‘
At the end of fiscal year 2017, the District had $8.59 million (net of accumulated depreciation)
invested in a broad range of utility capltai assets. This investment includes land, land rights,
buildings and improvements, distribution and transmission systems, and various types of
equipment. Based on the uses of the aforementionad assets, they are classified for financial
purposes as land, buildings and improvaments, eguipment, and transmission and distribution
systems.

The following tables summarize the Distriot's capital assets, net of accumulated depreciation, and
changes therein, for the years ended May 31, 2017 and 2016. These changes are presented in
detail In Note 3D to the financial statements.

The major portion of the additions over the past three years, took place in the transmission and
distribution systems, Many of the additions to the distribution plant result from the rehabilitation of
deteriorating lines, so the impact on operating and maintenance costs should be favorable, but the
impact on revenues will be slight. The District is also steadily expanding thelr service area which
requires a significant investment in capital assets.

“0-




PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
May 31, 2017 and 2018

CAPITAL ASSETS, NET OF ACCUMULATED DEPRECIATION (TABLE 3A)
’ Increase (Decrease)

May 31, 2017 May 3, 2016 $ %
Land $ 896,043 % 96,043 & - 0.00%
Buildings and iImprovements 154,013 186,035 (32,022) ~17.21%
Equipment 424,517 327,016 897,501 29.82%
Transmission and distribution systems 7,916,962 7,503,834 413,078 5.50%
Total capital assets $ 8,591,535 $ 8,112,978 § 478,557 5.90%

CAPITAL ASSETS, NET OF ACCUMULATED DEPRECIATION (TABLE 3B)
Increase (Decrease)

May 31, 2016 WMay 31, 2015 $ : Y
Land % 95043 $ 05,043 3 - 0.00%
Buildings and Improvements 186,035 212,103 (°6,068) -12.20%
Equipment 327,018 283,676 43,340 15.28%
Transmisslon and distribution systems 7,503,884 7,477,064 26,820 0.36%
Total capifal assets $ 8,112,978 § 8,068,886 $ 44,002 0.55%

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The Management of the District, in response fo prior years’ weather anomalies, monitors the rate
schedule for the possibility of climate changes. The District will continue to invest in upgrading its
transmission and distribution lines.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Districls finances for all those
with an interest in the District's finances and to demonstrate the District's accountability for the
money it receives. Questions concerning any information provided in this raport or requests for any
additional information should be directed to the General Manager of the Paris — Henry County
Pubiic Utility District, P.Q, Box 309, Paris, TN 38242,

-10-




PARIS - HENRY GQUNTY PUBLIC UTILITY DISTRICT

STATEMENTS OF NET POSITION
May 31, 2017

Assets

Current assets:
Cash on hand
Cash and cash equivalents on deposit
Cerfificates of deposit
Accounts recaivable (net of allowance for uncoliectibles)
Interest recaivabls
Gas inventory
Materlals and supplies inventery
Prepayments and other current assets

Tota} current assets

Noncurrent assets:
Net pension asset
Capital assets, not being depreciated
Land
Capital assets, net of accumulated depreciation
Buifdings and improvemerits
Equipment
Transmission and distributlon system
‘Total capital assets {net of accumulated depreciation)

Total assets

peferred oufflows of resources
Deferred owtflows - pensions

Total deferred outilows of resources

Liabillties
Current lizbilities:
Actounts payable
Budgsat customer credits
USDA loan - curtent
Consumers' deposits
Total current liahilities

Nancurrent fiabilities:
USDA loan

Total Habititles

Paferred inflows of resoirces
Deferred inflows - pensions -

Net position
Net investment In capital asseis
Restricted - pension
Unrestricted
Total net position

The notes to the financial statements are an integral part of this stafement.

—{1-

2017 2018
$ 2033 § 1,564
7,195,859 7,372,625
1,074,649 1,074,549
141,219 85,862
917 917
304,430 231,574
88,571 93,258
25,164 54,940
5,832,842 8,915,389
56,794 102,351
96,043 95,043
154,013 188,035
424 517 327,016
7,916,962 7,503,684
8 501,535 5,112,978
17,481,171 17,130,718
149,699 147 487
149,699 147,487
145,971 102,242
250,564 214,846
3,727 3,601
392,155 372,761
801,417 683,450
232,583 236,310
1,034,000 929,760
17,074 92,200
8,355,226 7,873,067
56,794 102,351
8,167,777 5,280,127
$ 16,579,796 § 16,255,545




PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Years Ended May 31, 2017 and 2016

Operating revenusas:
Charges for sales and services
Oiher revenues
Total operating revenues

Operating expenses:
Cost of salas and services
Traneportation, distribution, shop, and maintenancs expenses
General and administrative expenses
Provisica for depreciation
Taxes and tax eguivalents
Total operating expenses

Operating income (Joss)

Nonoperating revenues {expenses):
Interest and dividend income
Interest expense
Galn on sale of assets
Total nonoperating revenues (expenses)

Change in net position

Nat position - beginning

Net position - ending

2017 2016

$ 4,667,566 % 4,412,448
109,314 116,547
4,778,880 4,528,995
2,324,852 2,147,104
608,558 585,472
1,101,104 1,008,258
455,833 438,551

1.120 1,182

4,482,578 4.151,567
284,402 377,428

41,628 32,708
{8,397) (8,518)

8,520 -

39,849 24,187

324,251 401,615

18,255 545 15,853,930

$ 16,579,795 § 16,255,545

The notes to ths financlal statermants are an infegral part of this stafement.
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PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
) STATEMENTS OF CASH FLOWS
Eor the Years Fnded May 31, 2017 and 2018

2007 2018
Cash flows from operating acfivities:
Cash razeived from consumers 3 4,766,341 § 4 887,208
Cash paid to suppliers of goeds and services (2,842,427 (2,702,843}
Cash pald to employeas for services {1,219,349) (1,128,157)
Gustomer deposits recelved 73,010 53,885
Customer deposits refunded (63,618} {42,199)
Taxes pafd including payments In lisu of taxes (1,120 (1,182}
Net cash provided (used) by operating activiies 722,845 866,810
Cash flows from capital and related financing activities:
Construction and acguisition of plant (935,390) (482,643}
Principal paid on lohg-term debt (3,601) (3,479}
Interest paid on [ong-term debt (8,387) {8,519)
Sale of assets 8,620 -
Net cash provided (uset) by capital and related financing activities £{940,768) (494,641)
Cash tlows from investing activities:
Purchase of investment (1,074,640} (1,074,649}
Proceeds from sale of investmenis 1,074,649 1,074,648
Interest collected . 41,626 29,643
Net cash provided (used) by investing activities 41,628 20,643
Net increase (decreass) in cash and cash equivalents (176,297) 401,812
Cash and cash equivalents - beginning of year 7,374,189 8,972,377
Cash and cash equivalents - end of year $ 7,197,892 § 7,374,189
Cash and cash equivalents:
Unrestricted cash on hand $ 2033 % 1,564
tInrestricted cash and cash equivalents on deposit 7,185,859 7,372,625
Total cash and cash equivalents 3 7,197,892 $ 7,374,189

The notas to the financial statements are an integral part of this statement.
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PARIS - HENRY COUNTY PUBLIC UTILITY DISTRIGT
STATEMENTS OF CASH FLOWS
For the Years Ended May 31, 2017 and 2018

2017 2018
Reconciliation of operating Income (loss) to net cash
provided (lised) by operating activities:
Operating Income (loss) $ 284,402 % 317428
Adjustments ta reconcile operating incoma (loss) to
net cash provided (used) by operating activities: [
BPepreciation expenss 456,833 438,551
{Increase) decreasa in accounts receivable {65,357} (58,638)
(Increase) decrease in inventories (68,169) {62,595}
(Iicrease) decrease b prepayments and other assets ’ 29,778 3314
{Increase) decrease in pension items (32,481} (43,532)
tncreass {decrease) in accounts payable 43,729 {13,370)
Increase (decrease) in budgst customer credits 44,718 214,846
Incraase (decrease) in customear deposits 18,394 11,786
Net cash provided (used) by operating activities % 722,845 § 866,810

The notes io the financlal stafements are an integral parf of ihls statement,
i



PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

These are proprietary fund financial statements and include only the financial activittes of Patis —~
Henry County Public Utility District. The District was created under the authority of Title 7, Chapter
82, Tennossae Code Annotated, the Utility District Law of 1837 for the purposs of providing natural
gas service fo Paris, Tennessee, portions of Henry County, and Hazsl, Kentucky.

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting and financial reporting sreatment is determined by the applicable measurement
focus and basis of accounting. Measurement focus indicates the type of resources being measured
stuch as current flnancial resources or econemic Tesources. The basls of accounting indicates the
timing of transactions or events for recognition in the financial statements.

The District's financial statements are reported using the ecenomic resources measurement focus
and the accrual basls of accotnting in accordance with accounting principles generally accepted in
the United States of America. Revenues are recorded when earned and expenses are recerded
when the liability is incurred regardless of the timing of the related cash flows. The accounting
palicies of the District conform to generally accepted accounting principles as defined by
Governmental Accounting Standards Board (GASB).

Proprietary funds distinguish operating revenues and expense from non-operating items. Operating
revenues and expenses generally resuft from providing services and delivering goods in connection
with the proprietary fund's principal ongoing operations. The principal operating revenues of the
District are charges for sales to customers for sales and service. Operating expenses for the
proprietary funds include the cost of sales and services, administrative expenses, and depreciation
on capital assets. All revenues and expenses not mesting this definition are reported as non-
operating reveriues and expenses.

C. Assets, Liabilities, Deferred Outflows/inflows, and Net Position

Deposits and Investments .
- The District's cash and cash equivalents are considered to he cash on hand, demand depasits, and
shart-term investments with orlginal matusities of three manths or ess from the date of acquisition.

State statutes authorize the District to Invest in certificates of deposit, obligations of the U.S,
Treasury, agencies and instrumentalities, obligations guaranteed by the U.S. government or its
agencies, repurchase agreements and the state's investment pook.

Accounts Receivable

Trade receivables result from unpaid billings for gas service to customers. All frade recelvables are

shown net of an allowance for uncellectible accounts. The allowance for uncollectible: customer .
accounts recorded by the District is based on past history of uncoflectible accounts and

management's analysis of current accounts.

Inventories and Prepaid ltems
Gas inventory conslsts of purchased natural gas that s stored in the ANR pipeline system and is
valued at the lewer of average cost or market. Materials and supplies inventory is valued at the
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PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2016

lower of average cost or market, using the first-inffirst-out (FIFO) method. Certain payments to
vendors reflect costs applicable to future accounting periods and are recorded as prepaid fems in
the financial statements.

Capital Assets

Capital assets, which include property, plant, equipment, and construction in progress, are defined
by the District as assets with an initial, individual cost of more than $1,000 {amount nat rounded)
and an estimated useful life in excess of three years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Assets acquired through contibutions from
developers or other customers are capitalized at their estimated fair market value af the date of
donation,

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Intersst incurred during the construction phase of capital
assets is included as part of the capitafized value of the assets constructed. Property, plant, and
equipment of the District is depreciated using the straight line method over the following useful
lives:

Building and Improvements 7~ 47 years
Equipment 3-10 years
Transmission and distribution plant 7 - 47 years

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of Paris Henry County Utility District’s parficipation in the Public Empioyee Retirement Plan
of the Tennessee Gonsclidated Retirement System (TCRS), and additions tofdeductions from Paris
Henry County Utility District’s fiduciary net position have been determined on the same basis as
they are reported by the TCRS for the Public Employee Retirement Plan, For this purpose, benefits
{lncluding refunds of employee contributions) are recognized when due and payable in accordance
with the benefit terms of the Public Employee Retirement Plan of TCRS. Investments are reparted
at fair value,

Deferred Outflows/Inflows of Resources

in addition to assets, the statement of net posifion will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period and so will not
be' recognized as an outflow of resources {expensefexpenditure} until then. The District has
pension-related items that qualify for reporting in this category.

In addition to liabilities, the statement of financial position will sometimes report a separate section
for deferred inflows of resources. This separate financial element, deferred inflows of resources,
represents acquisition of net position that applies to a future period and so will not be recognized as
an inflow of resources (revenue) untif that time. tems that qualify for reporting in this category as of
May 31, 2017 are pension-refated items.

Net Position Flow Assumption

Sometimes the District will fund cutlays for a particular purpose from both restricted (e.g., restricted
bond or grant proceeds) and unrestricted resources. in arder to calculate the amatnts to report as
resfiicted — net position and unrestricted — net position in the financial statements, a flow
assumption must be made about the crder in which the resources are considered to be applied. It is
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PARIS —~ HENRY GOUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2016

the District's policy to consider restricted — net position to have been depleted before unrestricted - '
net position is applied.

Net Posiiion
Equity is classified as net position and displayed in the following componants:
« Net lnvestment in Capltal Assets — Consists of capital assets, net of accurnulated
depreciation and related debt
« Restricted ~ Consists of net position for which constraints are placed thereon by external
partles, such as lenders, grantors, contributors, laws, regulations, and enabling
legislation, including seif-imposed legal mandates, lass any related [iabiliies. The
restrictions are evident from the classification files.
« Unrestricted — All other net position amounts that do not meet the description of the
ahove categories.

Use of Estimates }

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America reguires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of contingent amounts and
fiabiliies at the date of the financial statements, and the reported amounts of revenues and
expenses during the reporting pericd. Actual results could vary from the estimates that were used.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary Information

The District adopts flexible annual operating and capital budgets. Budgsts are adopted on a basis
consistent with generally accepted accounting principles. The current operating budget details the
District's plans to earn and expend funds for charges incurred for operation, maintenance, certain
interest and general funcfions, and other charges for the fiscal year. The capital budget details the
plan to receive and expend cash basis capital contribution fees, special assessments, grants,
borrowings, and certain revenues for capital projects. All unexpended hudgeted amounts remaining
at the end of the fiscal year in the operating budget lapse.

Managerment submits a proposed budget to the District's Board prior to the May Board mesting. A
budget Is then adopted at the May meeting for the next fiscal year. During the year, management is
authorized fo transfer budgeted amotnts between line items.

NOTE 3 - DETAILED NOTES ON ALE FUNDS

A. Deposits and Investments

Custodial Credit Risk

The Distric's policies limit deposits and investments to those instruments allowed by applicable
state laws and described in Note 1. State statutes require that all deposits with financial institutions
must be collataralized by securities-whose market value is equal 10 105% of the value of uninsured
deposits. The depesits must be collateralized by federal depository insurance, by the Tennessee
Bank Collateral Pool, by coltateral held by the District's agent in the District's narne, or by the
Federal Reserve Banks acting as thitd party agenis. State statutes alse authorize the District to
fnvest in bonds, notes or treasury bills of the United States or any of its agencies, certificates of
deposit at Tennessee state charered banks and savings and [oan assoclations and federaily
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PARIS - HENRY COUNTY PUBLIG UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2016

chartered banks and savings and loan associations, repurchase agreements utilizing obligations of
the United States or its agencies as the underlying securities and the state pooled investment fund.
Statutes alsv require that securities underlying repurchase agreements must have a market value
of at least equal to the amount of funds Invested in the repurchase transaction. As of May 31, 2017,
it was noted that all bank deposits were fully collateralized or insured.

. Receivahles

Receivables as of the fiscal year ends were made up of the following:

May 31,
2097 2018
Billed sendces for utility customers 201,423 146,658
Other accounts receivable 11,913 12,320
Atlowance for doubtful accounts (72,117) F2.117)
Total - 3 141,219 $ 84,862

Net Position

Net position represents the difference between assets and liabifities. The net position amounts are
as follows:

May 31,
2017 2016
Capital assets 8,501,635 8,112,978
Less: debt as disclosed in Mote 3E (236,310} (239,911}
Net investment in capital assets 8,355,225 7,873,067
Unrestricted 8,224,571 8,382,478
Total nat position % 18,579,796 $ 16,255,545
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PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2018

D. Capital Assets |

Capital asset activity during the years were as follows:

Balance at Balance at
Description May 31, 2016 Addifions Disposals bay M, 2017
Capital assets, not belng depreciated \
Land $ 96,043 % - 3 - § 98,043
Tota! capital asseta not being depreciated 96,043 - - 96,043 ‘
Capital assets, being depreciated
Buildings and improvements 525,508 4,960 - 530,668
Equipment 1,821,177 185,822 414,665 1,665,134
Transmission and distribution system 14,277,981 744,808 - 15,022,789
‘Total capital assets being depreciated 16,324,756 935,380 41,865 17,218,481
Less accumulated deprecation for:
Buildings and improvements 339,563 35,982 - 476,645
Eguipment 1,194,161 88,121 41,666 1,240,617
‘Transmission and distribution system 6,774,097 331,730 - 7,105,827 i
Total accumutated depreciation 8,307,821 456,833 41,665 B, 722,988 ‘
Total capital assets, baing depreciated, net 8,016,935 478,557 - 8,495,492
Total capital assets, net $ 8,112,978 § 478,557 § - § 8,591,538




PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2016

Balance af Balance at
Description May 31, 2015 Additions Disposals May 31, 2016
Capital assets, not being depreciated

Land 96,043 - - 96,043
Total capitat assets not being depreciated 95,043 - - 96,043

Capital assets, belng depreciated
Buildings and improvements 515,603 9,995 - 525,508
Equipment 1,408,030 112,147 - 1,521,177
Transmission and distribution system 13,917 480 360,501 - 14,277,981
Total capital assets being depreciated 16,842,113 482,643 - 16,324,756

Less accumulated deprecation for:
Buildings and improvements 303,500 36,063 - 339,563
Equipment 1,125,354 88,807 - 1,194,161
Transmission and distribution system 6,440,418 333,681 - 6,774,097
Total accumulated depraciation 7,860,270 438,551 - 8,307,821
Total capital assets, being depreciated, net 7,972,843 44,082 - 8,016,935
Total capital assets, net § 8,068,886 § 44,092 $% - 5 8112978

Depreciation expense amotinted to $456,833 and $438,551 for the fiscal years ended May 31, 2017
and 2018, respectivaly. -

E. Long-term Debt
At year-end, the District's long-term liabilities consisted of one loan. It is a Community Facilities
Loan through USDA's Rural Development., This loan is payable annually at an interest rate of 3.5%,
with the annual payment being §11,998. The balance of the loan at May 31, 2017 is $236,310.

The fellowing is a summary of long-term debt transactions for the year ended May 31, 2017.

Balance Batance  Due Within
5131420168  lssued Retired 5/31/2017  One Year
USDA Loan $239811 $ - % 3801 $238310 % 3,727

The scheduled annual requirements for long-term debt at May 31, 2017, including interest of
$171.530 are as follows:
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PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2016

Year Ending
May 31,  Prncipal Inferest Total
2018 $ a727 % 8271 § 11,908

2019 3,857 8,141 11,998
2020 3,002 o0 11,998
2021 4,132 7,866 11,098
o022 4,276 7722 11,998

2023-2027 23,733 36,257 59,890
2028-2032 28,184 31,806 58,990
20332037 33,470 26,520 59,990
2038-2042 38,751 20,238 58,800
2043-2047 47,210 12,780 59,890
2048-2051 43,978 3,922 47,900

$235,310 $171,530 $407,840

NOTE 4 - OTHER INFORMATION
A. Employee Retirement Systems and Pension Plans
Tennessee Consolidated Retirement System

Plan Description

Employees of Paris-Henry County Utility District are provided a defined henefit pension plan
through the Public Employee Retirement Plan, an agent muitiple-employer defined benefit pension
plan administered by the Tennessee Corsolidated Retirement System (TCRS). The TCRS was
created by state statute under Tennessee Code Annofated Tille 8, Chapters 34-37. Tha TCRS
Board of Trustees is responsibie for the proper operation and administration of the TCRS. The
Tennessee Treasury Depariment, an agency ih the legislative branch of state government,
administers the plans af the TCRS. The TCRS issues a publically available financtal report that can
be obtained at www treasury.tn.govfters.

Benefits Provided

Tennessee Code Annotated Title 8, Chapters 34-37 establishes the benefit terms and can be
amended only by the Tennessee General Assembly. The chief legislative body may adopt the
benefit terms permitted by statute. Members are efigible to retire with an unreduced benefit at age
50 with 5 years of service credit or after 30 years of service credit regardless of age. Benefifs are
determined by a formula using the member's highest five consecutive year average compensation
and the member's years of service credit, Reduced benefits for early retirement are available at age
55 and vested. Members vest with five years of service credit. Service related disability henefits are
provided regardless of length of service. Five years of service is required for non-service related
disability eligibility. The service related and non-service related disability benefits are determined in
the same manner as a service retirement benefit but are reduced 10 percent and include projected
setvice credits. A variety of death benefits are available under various eligibility criteria.

Membar and beneficiary annuitants are entitled to automatlc cost of living adjustments (GOLAs)
after refirement. A COLA is granted each July for annuitants retired prior to the 2™ of July of the
previous year, The CCLA s based on the change in the consumer prics index (CP1) during the prior
calendar year, cappad at 3 percent, and applied to the curent benefit. No COLA is granted if the
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PARIS -~ HENRY COUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2016

change in the CP1 Is less than one-half percent. A one percent COLA is granted if the CP| change is
between one-half percent and one percent. A member who leaves smployment may withdraw their
employee contributions, plus any accumulated interest,

Employees covered by benefit terms
At the measurement date of June 30, 2016 and 2015, the following employess were covered by the
benefit terms:

2016 2015

Inactive employees or beneficiaries currently receing benefits 2 2
inactive employees entitled to bui not yet recehing benafits 4 2
Active employees ' 14 13
20 17

Contributions

Contributions for employees are established in the statutes goeverning the TCRS and may only be
changed by the Tennessee General Assembly. Employees contribute 5 percent of salary. Paris
Henry County Utility District makes employer contributions at the rate set by the Board of Trustees
as determined by an actuarial valuation. For the year ended June 30, 2016 and 201 5, employer
contributions for Paris Henry County Utility District were 347,435 and $45,679 raspectively, based
on a rate of 7.03 percent of covered payroll. By law, amployer contributions are required to be paid,
The TCRS may intercept Paris Henry County Utility District's state shared taxes if required
employer contributions are not remitted, The emplayer's actuarially determined confribution (ADC)
and member contributions are expected to finance the costs of benefiis eamed by members during
the year, the cost of administration, as well as an amortized portion of any unfunded liability.

Net Pension Liability (Asset)

Paris Henry County Utility District's net pension asset was measured as of June 30, 2016 for the
fiscal year ended May 31, 2017 and as of June 30, 2015 for the fiscal year ended May 31, 2018,
and the total pension liability used to calculate net pension asset was determinad by an actuarial
valuation as of that date.

Actuarial assumptions
The total pension liability as of June 30, 2017 and 2016 actuarial valuations were determinad using
the following actuarial assumptians, applied to all periods included in the measurement:

Inflation 3.0 percent

Salary increases Graded safary ranges from 8.97 to 3.71 percent based on age,
including inflation, averaging 4.25 percent

Investment rate of retum 7.5 percent, net of pension plan investment expenses, including
inflation

Cost-of-Living Adjustment 2.5 percent

Mortality rates were based on actual experience from the June 30, 2012 actuarial experience study
adjusted for some of the expected future improvement in life expectancy.

The actuarial assumptions used in the June 30, 2016 actuarial valuation were based on the results
of an actuarial experience study performed for the period July 1, 2008 through June 30, 2012. The
demographic assumptions were adjusted to more closely reflect actual and expected future
experience.
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The long-term expected rate of return on pension plan investments was astablished by the TCRS
Board of Trustess in conjunetion with the June 30, 2012 actuarial experlence study by considering
the following fhree techniques: (1) the 2&-year historical return of the TCRS at June 30, 2012, (2)
the historical markat returns of asset classes from 1926 to 2012 using the TCRS investment policy
asset allocation, and (3) capital market projections that were utilized as a building-biock method in
which best-estimate ranges of expected future real rates of return {expected returns, net of pension
plan investment expense and inftation) are develaped for each major asset class. Four sources of
capital market projections were blended and utitized in the third technigue, The blended capital
market projection established the long-term expacted rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding inflation of 3
percent, The target allocation and best estimates of arithmetic real rates of return for each major
asset dass are summarized in the following table:

Long-Term Expected

Asset Class Real Rate of Return Target Allocation
LS. equity B,46% ' 33%
Deweloped market international equity 6.26% 17%
Emerging market international equity 8,40% : 5%
Private equity and strategic lending 4.61% 8%
U.8, fixed income 0.98% 29%
Real estate 4.73% 7%
Shortterm securities 0.00% 1%

: © 100%

The long-term expected rate of return on pension plan nvestments was established by the TCRS
Board of Trustees as 7.5 percent based en a blending of the three factors described above.

Discount rate i

The discount rate used to measure the total pension liability was 7.5 percent, The projection of cash
flows used to determine the discount rate assumed that employse contributions will be made at the
current rate and that contributions from Paris Henry County Utility District wilf be made at the
actuarially determined contribution rate pursuant to an actuarial valuation in accordance with the
funding policy of the TCRS Board of Trustees and as required to be pald by state staiute. Based oh
those assumptions, the pension plan's fiduciary net position was projected to be available to make
projected fufure benefit payments by current active and inactive members. Therefore, the long-term
expected rate of return on pension plan investments was applied to alf periods of projected benefit
payments to determine the total pension Eability.
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Changes in the Net Pension Liability (Asset)

Balance at 6/30/15

Changes for the year:

Service cost

Interest

Differences hetween expected and actual experience
Contributions-employer

Contributions-employees

Net invastment income

Benefit payments, fncluding refunds of employee contributions
Adminstrative expense '
Net changes

Balance at 6/30/16

Balance at 6/30/14

Changes for the year:

Service cost

Interest

Differences between expected and actual experience
Contributicns-employer

Contributions-employees

Netinvestrnent income

Benefit payments, including refunds of employee contributions
Adminstrative expense

Net changes

Balance at 6/30/15

Total Pension

Increase (Decrease)
Plan Fiduciary Net Pension

Liakttity Net Position  Liability (Asset)
{a) {b} (a)- (h)

1,568,979 . 1,671,330 {102,351)

46,234 - 46,234

118,943 - 118,943

5,094 - 5,008

- 47,685 {47,685)

- 33,488 {33,488)

- 44,617 {44,617)

(58,626) {58,626) -

. {1,076) 1,076

113,645 f6,088 45,557

1,680,624 1,737,418 (56,794)

Increase (Decrease)
Total Pension  Plan Fiduciary Net Pension

Liablity Net Position  Liahllity (Asset)
(a) {b) (a) - {b)

1,494,180 1,609,169 (114,589}

47,645 - 47,565

113,193 - 113,193

{20,868} . {20,868)

- 45,769 {45,769}

- 32,552 (32,552)

- 48,752 {49,752)

{65,171} {65,171) -

- {742) 741,

74,798 62,161 12,638

1,568,979 1,671,330 (102,351}

Sensitivity of the net pension Hability (assef) to changes in the discount rate

The following presents the net pension liability (asset) of Paris Henry County Utility District
calculated using the discount rate of 7.5 percent, as well as what the net pension liability (asset)
wouid be if it were calculated using a discount rate that is 1-percentage-point lower (6.5 percent) or
1-percentage-peint higher (8.5 percent) than the current rate:
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Current
1% Decreass Discount Rate 1% Increase
(6.5%) {7.5%) (8.5%)

Paris Henry County Utliity

Distrct's net pension

liabllity (asset}
lune 30,2016 § 213,961 $ (56,794)  § {281,000
June 30, 2015 § 183,371 $ (102,351 & (312,821}

Pension Expense {income} and Deferred Ouiflows of Resources and Deferred Inflows of
Resources Related to Pensions ‘

Pension expense
For the years ended June 30, 2017 and 2016, Paris Henty County Utility District recognized
pension expense of $15,908 and $298, respectively.

Defarved outflows of resources and deferred inflows of resources
For the year ended June 30, 2017 and 2018, Paris Henry County Utility District reported deferred
outflows of resources and deferred inflows of resources related to pehslons farm the following
SOUIGES:

Deferrad Beferred
Qutflows of inflows of
Resources Resources
Differences between expected and actual
experence 3 46,678 g 17,074
Net difierence between projected and actual
sarnings ort pension plan inestments 58,785 -

Contributions subsequent fo the measurement
date of June 3G, 2016 44,236 -
$ 149,699 $ 17,074

Peferred Defarred
Cutflows of Inflows of
Resources Resources
Differences between sxpected and actual
axpetience $ 46,834 % 18,971
Net diffierence between projected and actual
earnings onh pension plan investments 57,121 73,929
Contdbutions subsequent ta the measurernent
date of June 30, 2015 43,632 -

§ 147,487 5 82,900

The amount shown above for “Contributions subsequent to the measurement date of June 30,
2016,” will be recognized as a reduction (increase) fo net pension Nability (asset) in the following
measurement period.
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PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
May 31, 2017 and 2016

Amounts reported as deferred outflows of resources and deferred inflows of resources related fo
pensions will be recognized in pension expense as follows;

Year Ended June 30:

2018 3 9,298
2019 9,288
2020 33,941
2021 19,861
2022 ' 3,353
Thereafter 12,846

In the table shown above, positive amounts will increase
pension expense while negative amouints will decrease
pension expense.

Year Ended June 3{:

2017 $ (7,578}
2018 {7.5786)
2019 (7,5786)
2020 17,067
2021 To2,787
Thereafter 13,835

tn the table shown abowve, positive amounts will increase
pension expensa whife negative amounts will decrease
pension expanse,

Defined Contribution Plans
Tennessee State Employees Deferred Compensation 457(b) and 401(k) Plans

The District provides benefits for all its full-time employees through a single employer defined
contribution pian in the form of a 457(b) deferred compensation plan. In a defined contribution plan,
benefits depend solely on amounts contributed to the plan plus investment earnings. Employess
cannot contiibute more than 3% of their salary if they are also members of the TCRS retirernent
plan. Employees are eligible to participate in this plan on the first day of the month coinciding with
start of employment or following their completion of 6 months of setvice. The District does not make
any employer contributions to this plan. Since the District does not make contributions, they will not
recognize expense or forfeitures related to this plan. The plan permits participants to make
voluntary contributions in whole percentage or in any dollar amount up to 7% of compensation. The
plan was adopted by the District on June 23, 2015. The Plan is funded by an annuity centract and
administered by Empower through the State of Tennessee.

Also on June 23, 2015, the District began allowing employees o begin contribufing to a defined
contribution 401(k) Plan. The District’s Board of Commissioners makes an annual decision on #he
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PARIS — HENRY COUNTY PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
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amount of contributions to this plan. All of the participation requirements are the same as Deferred
Compensation Plan noted above, as these plans were adopted at the same time. The District’s
contributions for employees who leave before the vesting period is complete will be transferred out
of the plan investment account back into the District's bank account. The vesting period is 20% after
year 1, 40% after year 2, 60% after year 3, 80% after year 4, and 100% after completing five years
of service. Total ampldyer contributions to this plan were $4,250 and $3,500 for the fiscal years
ended May 31, 2017 and 2016,

Nationwide 457{b} Plan

The District provides benefits for all its full-time employees through a single employer defined
contribution plan it the form of a 457(b) deferred compensation plan. In a defined contribution plan,
benefits depend solely on amounts contributed to the plan plus investment earnings. Employees
are eligible to participate the first day of employment. The District does not make any employer
contributions to this plan. Since the District does not make contribufions, they will not recognize
expense or forfeitures related to this plan, The plan permits participants to make voluntary
contributions in whole percentage or in any dollar amount up to 7% of compensation, The plan was
adopted by the District on June 1, 2010. The Plan is funded by an annuity contract and
administered by Nationwide.

. Risk Management

The District Is exposed to varlous risks of loss related to torts; theft of, damage to, and destruction
of assefs; errors and omissions; injuries to employees; and natural disasters. During the year
ended May 31, 2017 and 2018, the District purchased commercial insurance for all of the above
risks. There have been no settled claims exceeding the commercial coverage.ln any of the past
three years and there have been no significant reduction in the amount of coverage provided.

. Subsequent Events

Management has evaluated subsequent events through October 27, 2017, the date in which the
financial statements were available to be issued,
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PARIS - HENRY CGUNTY PUBLIC UTILITY DISTRICT
Schedule of Changes in Net Pension Liability (Asset) and Related Ratios Based on Participation in the Pubilc

Employee Pension Plan of TCRS
Last Fiscal Year Ending June 30

Total pension liability

Segvice cost

Interest

Changes in henefit terms

Differsnces betwsen aciual & expected experience

Change of assumptions

Banefit payments, including refunds of employes contributions
Met change In tofal pansion lability

Total pension liability - beginning

Total penslon fiabillty - ending (a}

Plan flduciary net position

Contribitlons - employer

Contribulions - employes

Net investment income

Bensiit payments, Including refunds of empleyee contributions
Administrafive expense

Net changs In plan fiduciary net position

Plan fiduciary net position - beginhing

Plan fiduciary net position - ending (b}

Net Pension Llability {Asset) - ending (g} - (b)

Pian fiduclary nef positian as a persentage of total pension ltability

Coverad-smployes payroli

Net pension llability (asset} as a percentage of covered-employee payrofl

This is a 10-year schadule; however, the inforraation in this schedule is not required te be presented refroact

schedule in fulure fiscal years unfil 10 years of Informagion is available,

See Independent audlior's report.

-28-

204 2015 2048
$ 47339 §$ 47646 % 46,234
102,624 118,193 118,943
56,202 (20,868) 5,004
(63,063) {65,171} (58,628)
143,062 74,799 141,845
1,351,128 1,494,180 1,568,979
1,494,180 1,668,979 1,680,624
$ 85743 § 45,769 § 47685
31,503 32,552 33,488
226,013 48,762 44,817
{63,063) {65,171) (58,626)
(678) (741) (1,076)
278,708 82,161 66,088
© 4,330,461 1,608,169 1,671,330
1,609,189 1,671,330 1,737,418
4 (114,089) § (102,361) § (56,784)
107.70% 108.52% 103,38%
$ 63,880 § 651,047 § 674752
~18.20% -15.72% -8.42%

ively. Years wiil be added to this




PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
- Schedule of Contribhutions Based on Participation in the Public Employee Pension Plan
of TCRS
Last Fiscal Year Ending June 30

2014 2015 2016
Actuarlally determined contribution $ 85743 $ 45769 $ 47685
Contributions in relation te the actuarially determined contribution 45743 45,769 47,685
Contribution deficiency {excess) $ - 3 - 3 -
Covered-employse payroll $ 631,860 $ 851,047 § 674,752
Confributions as a' percentage of covered-employee payroll 13.57% 7.03% 7.07%

Thisis a 10-year schedule; however, the irformation in this schedule is not required to be presented retroactively,
Years will be added to this schedule in future fiscal years until 10 years of information is available.

Notes to Schedule:
Valuation Date: Actuarially determined contribution rates for 2015 were cafeulated based on the July 1, 2013

actuarial valustion.

Methods and assumptions used fo determine coniribution rafes:

Agtuarial cost mathod Frozen initial liahility

Amortization method Level dollar, clused {not to exceed 20 years)

Remaining amortization period 1 year

Asset valuation 10-year smoothed within a 20 percent corrider to market value

Infatfon 3.0 percent

Satary increases Graded salary ranges frem 8.97 fo 3,71 percent based on age, Including
inflation, averaging 4,25 percent

Investment rate of return 7.5 percent, net of investmeant expense, inchuding Inflation

Refirement age Pattern of retirement determined by experience study

Motality Cuslomized table based on actual experience including an adjustment for
some anticipated improvement

Cost of living adjustments 2.5 percant

See independent audifor's report.
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PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
SCHEDULE OF OPERATING REVENUES AND EXPENSES
For the Years Ended May 31, 2017 and 2016

2017 2016
Actual| Percent Actaal Percent
Operating revenues
Charges for sales and services:
Residential sales $ 2,049,056 42.89 § 1,994,201 44,03
Commercial sales 1,205,522 25.24 1,170,835 . 25.85
Indusirial sales 1,413,088 29,58 1,247,812 27.55
Total charges for sales and services - 4,687,666 7. 71 4,412,448 97.43
Cther revenues
Fenalties 37,760 0.79 35,578 0,79
Connection fees . 17,150 0.386 18,425 0.41
Turn on charges 13,775 0.29 14,800 0.33
tnstallation charges 40,619 0.85 47,633 1.05
Other revenues 10 0.00 110 0,00
Total ather revenues 108,314 2.29 118,547 2.57
Total operating revenues 8 4,776,980 100.60 § 4,528,085 100.00
Operating expenses
Cost of sales and services;
Purchasad gas $ 2,324,852 48,67 $ 2,117,104 46.75
Transportation, distributlon, shop,
and maintenance expenses
Sataries 390,042 8.17 400,323 8.84
Payroll taxes 28,052 0,59 28,308 0.64
Workmen's compensation 16,408 0,39 17,091 0.38
Employee education and training 5,840 0.12 3,696 0.08
Advertising 80 - 59 -
Postage & freight 2,025 0.04 2472 0.05
Utility services 22,940 0.48 18,118 0.40
Repairs and malntenance 100,287 2,10 79,822 1.76
Professional services 597 0.01 8,376 0.14
Operating supplies 5428 0.11 4621 0.10
Clothing and unifarms 5,194 0.1 5,494 0.12
Insurance 15,788 0.33 12,425 0.27
Travel 4,528 D.09 3,357 0.07
Tools 9,481 0.20 3,808 0.08
Total transportation, distribution, shop,
and maintenance expenses $ 608,669 12,74 §  B86AT2 12.93

See Indepsnident auditor's report,
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PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
SCHEDULE OF OPERATING REVENUES AND EXPENSES
For the Years Ended May 31, 2017 and 2016

2017 2018
Actual Percent Actual Parcent

General ang administrative expenses:
Salaries § 450,215 042 $ 366,423 8.75
Payroll taxes 33,130 0.59 28,615 0,65
Health insurance 298,602 6.24 268,008 5.94
Retirement 18,908 042 3,983 (.09
Workmen's compensation - 2,042 0.04 3,888 0.09
Employes sducation and training 2,284 0.05 350 0.01
Postage & freight 36,189 0,76 36,897 0,81
Advsrtising and public relations- 26,267 0.56 22,979 0.5%
Credit card feas 21,684 0,45 24,066 0.53
Frinting and publlcations 10,894 0,23 8,701 0.19
Memberships 36,015 0.75 25,883 0.57
Utility services 16,306 040 18,950 0.44
Professional services 67,310 141 51,642 1.35
Repairs and maintenance 18,044 0.38 18,306 0.40
Travel - members of management 8,195 0,43 11,9986 0.26
Travel - other employees 3,323 0.07 3,061 0.07
- Office supplies 11,898 025 33,883 075
Clathing and uniforms 3,348 0.07 2,168 0.05
Insurance 30,684 0,64 32,060 0.71
Land renial 3,270 0.07 2,516 0.06
Miscellaneous 1,078 0.02 7886 0.02
Total general and adminisirative expenses 1,101,104 23.04 1,008,258 22.76
Depreciation and amortization 456,833 9.68 438,551 9.68
Taxes and tax equivalent 1,120 0.02 1,182 Q.03
“Total aperating expenses $ 4,492 578 54,03 § 4,151,567 91,66

See independent auditor's report,
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PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
SCHEDULE OF LONG-TERM DEBT

May 31, 2017
Year Ended USDA Loan
May 31, Principal interest

2018 3 3,727 % 8,271
2018 3,857 8,141
2020 3,952 8,008
2021 4,132 7.866
2022 4976 7,722
2023 A.426 7,572
2024 4,581 7417
2025 4,741 7,257
2026 4,007 7,091
2027 - 5,078 6,820
2028 5,266 8,742
2028 5,440 8,558
2030 5,630 T 5,388
2031 5,827 6,171
2032 6,031 5,967
2033 | : 5,242 5,756
2034 6,460 5,638
2035 6,686 5312
2036 65,920 5,078
2037 7,162 4836
2038 7,413 4 585
2035 7,672 4,326
2040 : 7,941 4,057
2041 8219 3,779
2042 8,508 3,492
2043 5,504 3,194
2044 9,112 2,886
2045 9,431 2,567
2046 9,781 2,237
2047 10,102 1,895
2048 10,456 1,542
2049 10,822 1,176
2050 11,200 708
2051 11,600 408

$ 236310 § 171,630

See indsperdent audifor's report.
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PARIS - HENRY COUNTY PUBLIC UTILITY DISTRICT
GAS RATES IN FORCE AND NUMBER OF CUSTOMERS

May 31, 2017
Tennessge Kentucky

Residentlal rates:

Gustorner charge - per delivery point per month 4,50 4.50

Charge - per 1000 ef 7.89 7.99
Commercial rates:

Customer charge - per delivery point per month 6.00 B.00

Charge - per 1000 cf 7.88 7.99
Industrial rates:

Custamer charge - per delivery paint per month 6.00 8.00

Charge - per 1000 cf 8.21 6.21
Total customars 2017 2016

Residential . 5,802 5,747

Commercial 987 969

Industrial 16 16

6,805 5,732

See independent auditer's repart.
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Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Commissioners
Paris — Henry County Public Utility District
Paris, Tennesses

We have audited, In accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the Paris-Henry
County Public Utitity District (the District) as of and for the year ended May 31, 2017, and the related
notes to the financial statements, which collectively comprise the District's basic financlal statements,
and have issued our report thereon daied October 27, 2017.

[nternal Control Over Financial Reporting

In planning and performing cur audit of the financial statements, we considered the District's intetnal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinion on the financlal statements, but not for
the purpose of expressing an opinion on the effectiveness of the District's Internal control. Accordingly,
we do not express an apinion on the effectiveness of the District's internal contrel,

A deficiency In Internal control exists when the dewsign or operation of a contiol does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements an a fmely basis. A material weakness is a deficiency, or
cambination of deficiencies, in internal control such that there Is a reasonable possibliity that a material
misstatement of the District’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deflciency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet impotfant enough to merit attention by those charged
with governance.

Our constderation of interhal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies, Given the iimitations during our audit we did not identify any
deficiencies In infernal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Distriet's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncorripiiance with which could have a direct and matetial effect on
the determination of financial statement amounts. However, providing an opinion on campliance with
those provisions was not an objective of our audi, and accordingly, we do not express such an opinion.
The results of aur tests disclosed no instances of noncompliance of other matters that are required to
be reporied under Government Auditing Standards.
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Board of Commissioners
Paris — Henry County Public Utifity District
Paris, Tennessea

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal controf and
compliance and the result of that testing, and not to provide an epinion on the effectiveness of the
District's internal control or on compliance. This report is an integral part of an audi performed in
accordance with Government Auditing Standards in considering the District's internal centrol and
compliance. Accordingly, this communication is not suitable for any other purpose.

W %Mﬁb&

Jackson, Tennessaa
October 27, 2017
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PARIS-HENRY COUNTY PUBLIC UTILITY DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES
May 31, 2017 and 2018

FINANCIAL STATEMENT FINDINGS

There were no curtent year findings reported.
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PARIS-HENRY COUNTY PUBLIC UTILITY DISTRICT
SCHEDULE OF PRIOR FINDINGS AND RESPONSES
May 31, 2017 and 2016

Financial Statement Findings

There were no prior year findings reparted.
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